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In case you missed this in Greenwire yesterday.

NATURAL GAS:
EIA might shrink Marcellus estimates in light of new USGS

report

Mike Soraghan, E&E reporter

Published: Thursday, August 25, 2011

The U.S. Geological Survey boosted its Marcellus Shale assessment fortyfold earlier this week, but the new numbers could cause
another agency to shrink its estimate of how much natural gas is in the formation.

The Energy Information Administration's current estimate of reserves is several times higher than the figures USGS announced this
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week, and EIA says its next report on the state of energy supplies will be updated based on the new, lower USGS assessment.

"The details, as well as the top-line estimates of undiscovered technically recoverable resources, matter a great deal for projections over
a 25-year time horizon" to be included in the 2012 Annual Energy Outlook, according to a statement issued by EIA.

The previous USGS estimate of 2 trillion cubic feet of gas was made in 2002, two years before Range Resources began drilling the first
high-volume hydraulic fracturing well in the Marcellus. The advances in "fracking" have revolutionized gas drilling by allowing
production that was not feasible previously. That opened up vast supplies in the Marcellus under Pennsylvania, West Virginia and
surrounding states.

On Tuesday, USGS raised its assessment of undiscovered, technically recoverable natural gas to 84 trillion cubic feet (E&ENews PM |
Aug. 23).

But that is still far lower than the projection of 410 trillion cubic feet that EIA included in its 2011 energy outlook report.

Politically, EIA is already contending with reports in 74e New York Times that it issued optimistic projections of shale gas supplies
despite internal skepticism among analysts (Greenwire , June 27). The reports have intensified criticism from the industry's political
opponents.

"I applaud the EIA for announcing it will adopt the USGS estimates because they are based on the best available science,” said Rep.
Maurice Hinchey (D-N.Y.). "That is the right decision. However, I remain concerned about the processes which led to the original
estimates, and I have additional questions about how this change will impact the outlook for shale gas."

EIA's statement, issued last night, said that it and USGS have already begun sharing detailed information as part of developing the oil
and gas supply module of the ETA National Energy Modeling System. It added, "variation in factors related to drilling costs and well
productivity can have a larger effect on projected natural gas production and prices than variation in the assumed amount of technically
recoverable resources."”

Marcellus expert Terry Engelder, professor of geosciences at Pennsylvania State University, said he believes that USGS's new, 84
trillion cubic feet assessment is far too low. He said he is working to contact USGS scientists to learn how they arrived at the number.
He noted that four producers, Range Resources Corp., Cabot Oil & Gas Corp., Ultra and Chesapeake Energy Corp. have claimed a
combined total resource of 76 trillion cubic feet. So if USGS is right, other big players who have bought into the play, including Exxon
Mobil Corp. and Chevron Corp., would have invested billions of dollars for a relatively tiny amount of gas.

"I don't think these guys spent that kind of money to split a small amount of gas 10 ways," he said.

Scott Wilson, Energy Coordinator
Industrial Permits Branch (4203M)
Office of Wastewater Management
U.S. Environmental Protection Agency
1200 Pennsylvania Ave., NW
Washington, DC 20460
202-564-6087
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